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CALIFORNIA INFRASTRUCTURE AND ECONOMIC DEVELOPMENT BANK (I-BANK) 

 

BOND AMENDMENT STAFF REPORT 

 

ISSUE:  The Young Men’s Christian Association of Metropolitan Los Angeles (YMCA of 
LA or Borrower) has requested approval of Resolution 10-17 amending the Trust 
Indenture dated October 1, 2001, previously amended in 2003 and 2004 (Existing 
Indenture), by and between the I-Bank and Union Bank of California, N.A, (Trustee).  
The proposed amendment to the Existing Indenture will amend the definition of “Funds 
Available For Debt Service,” one of the terms used in certain financial covenants 
contained in the Loan Agreement by and between the I-Bank and the YMCA of LA 
dated as of October 1, 2001 (Loan Agreement). 

 

BACKGROUND INFORMATION:  On November 1, 2001, the I-Bank issued $37 million 
of the California Infrastructure and Economic Development Bank Revenue Bonds, 
Series 2001 (YMCA of Metropolitan Los Angeles Project) (2001 Bonds) on behalf of 
YMCA of LA to renovate and expand its existing facilities and to refinance outstanding 
debt.  The 2001 Bonds remain outstanding in the amount of $32,365,000 and are 
secured by a bond insurance policy provided by Ambac Assurance Corporation 
(Ambac).  The Staff Report dated October 9, 2001, and a copy of Resolution 01-42 are 
attached for a more complete description of the project and financing structure (see 
Attachment A). 

 

PREVIOUS AMENDMENTS:  In 2002 and 2004, the I-Bank approved the First 
Supplemental Indenture and Second Supplemental Indenture, respectively, amending 
defined terms used in certain financial covenants contained in the Loan Agreement.  
Sections 2.21, 2.22, 2.23, 2.24 and 2.28 of the Loan Agreement contain certain financial 
covenants (Financial Covenants) of YMCA of LA that may be modified, amended or 
waived without the consent of or notice to bondholders at the direction of Ambac.  
YMCA of LA and Ambac previously requested amending the original Trust Indenture to 
revise the definitions of “Unrestricted Revenues,” and “Funds Available For Debt 
Service,” in 2002 and “Liquid Unrestricted Net Assets” in 2004, all of which are terms 
used in the Financial Covenants.  The Staff Report dated November 19, 2002 and a 
copy of Resolution 02-51 are attached for a more complete description of the First 
Supplemental Indenture (see Attachment B).  The Staff Report dated May 19, 2004  
and a copy of Resolution 04-17 are attached for a more complete description of the 
Second Supplemental Indenture (see Attachment C). 

 

YMCA of LA and Ambac are now requesting that the I-Bank and Trustee approve a 
Resolution and a Third Supplemental Trust Indenture that will again revise the definition 
of “Funds Available For Debt Service” as they relate to the Financial Covenants.  
Ambac has already provided its verbal consent to the amendment of the Existing 
Indenture contained in the Third Supplemental Trust Indenture. 

 
NEED FOR AMENDMENT:  The purpose of requesting an amendment of the definition 
of “Funds Available For Debt Service” is to more clearly reflect current accounting 
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standards.  Specifically, the edited definition results in a truer alignment of the financial 
covenant with the financial operating results of YMCA of LA. 
 
Below is a redline tracking the changes of the amendment requested: 
 

“Funds Available for Debt Service” means the Total Change in Unrestricted and 
Temporarily Restricted Revenue and Other Support (excluding: (a) Net Assets 
less Realized and Unrealized Gains (Losses) on Investments, plus Realized and 
Unrealized Losses on Investments, less; (b) Interest and Dividend Income, plus; 
and (c) Change in Value of Split-Interest Agreements) less Expenses (excluding: 
(x) Depreciation, plus and Amortization, plus and (y) Interest Expense,), plus 
4.5% of the sum of the 3-year trailing average of Investments and Investments 
restricted by donors to permanent endowment, all as reflected in the 
Corporation’s audited financial statements. 

 
Board Authorization 
I-Bank Board Resolution 08-35 authorizes the Executive Director to approve and 
execute certain bond document amendments including the type being requested by 
YMCA of LA.  As a condition to the delegation to the Executive Director related to bond 
document amendments, the borrower must submit an opinion of counsel which includes 
an opinion that the amendment will not materially adversely affect the holders of the 
bonds.  Borrower’s counsel has declined to issue the required opinion in a manner 
satisfactory to the I-Bank. As a result, this amendment does not fit under the parameters 
of the delegation to the Executive Director and must be considered by the Board of 
Directors. 
 
RECOMMENDATION:  Staff recommends adopting Resolution 10-17 approving the 
Third Supplemental Indenture to amend the definition of “Funds Available for Debt 
Service” under Article I of the Existing Indenture between the I-Bank and Union Bank of 
California, N.A, (Trustee). 
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ATTACHMENT A - October 9, 2001 Staff Report and Resolution 01-42 
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ATTACHMENT B - November 19, 2002 Staff Report and Resolution 02-51 
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ATTACHMENT C - May 19, 2004 Staff Report and Resolution 04-17 
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